
 

Payment Bond 
 
 

  , as surety 
("Surety"), (Insert Proper Name of Surety) 

 

and   
(Insert Proper Name of Contractor) 

 
as principal ("Contractor"), enter into, execute this bond ("Payment Bond"), and bind 

 

themselves in favor of  , 
(Insert Proper Name of Owner) 

 
as obligee ("Owner") in the penal sum of $  , 

(Insert Penal Sum) 
 
as of the   . 

(Insert Date of Construction Contract) 

 
 

WHEREAS, the Contractor has executed a contract with the Owner of even date 

herewith ("Construction Contract") for construction of   

 

 

 

(Insert Description and Location of the Construction Project) 
 

("Project"); and, 
 

WHEREAS, the Owner has required the Contractor to furnish this Payment Bond 
containing the terms and conditions set forth herein as a condition to executing the Construction 
Contract with the Contractor; 

 
NOW THEREFORE, the Surety and the Contractor, both jointly and severally, and for 

themselves, their heirs, administrators, executors and successors agree: 
 

1. 
The Construction Contract is hereby incorporated herein and by reference made a part 

hereof to the same extent and effect as though it were copied verbatim herein. The Surety and 
the Contractor are bound for the full performance of the Construction Contract including without 
exception all of its terms and conditions, both express and implied, and, without limitation, 
specifically including Contractor's obligation to pay for labor, materials, services and equipment 
provided in connection with the Construction Contract performance; 

 
2. 

For purposes of this Payment Bond, Beneficiary is defined as a person or entity who has 
actually provided labor, material, equipment, services or other items for use in furtherance of the 
Construction Contract, and having: 



 

(A) a direct contract with the Contractor; or 
 

(B) a direct contract with a subcontractor of the Contractor; or 
 

(C) rights, under the laws of the jurisdiction where the Project is located, to file a lien, a claim 
or notice of lien, or otherwise make a claim against the Project or against funds held by 
the Owner, if the Project is, or were, subject to such filing. 

 
3. 

The Surety shall not be obligated hereunder to a Beneficiary other than a Beneficiary 
having a direct contract with the Contractor unless such Beneficiary has given written notice of 
its claim to the Contractor and the Surety within the longer of: 

 
(A) ninety (90) days after such Beneficiary provided labor, material, equipment, services or 

other items for use in furtherance of the Construction Contract; or, 
 

(B) the period of time provided by the jurisdiction wherein the Project is located for (1) filing 
of a lien, claim of lien, notice of lien, if the Project is, or were, subject to such filing, or (2) 
otherwise making a claim against the Project or against funds held by the Owner; stating 
the amount claimed and identifying, by name and address, the person or entity to whom 
such labor, material, equipment, services or other items were provided. 

 

4. 
In no event shall the Surety be obligated hereunder for sums in excess of the Penal Sum 

 
5. 

Upon receipt of a claim from a Beneficiary hereunder, the Surety shall promptly, and in 
no event later than 30 days after receipt of such claim, respond to such claim in writing 
(furnishing a copy of such response to the Owner) by: 

 
(A) making payment of all sums not in dispute; and, 

 
(B) stating the basis for disputing any sums not paid. 

 
6. 

No action shall be commenced by a Beneficiary hereunder after the passage of the longer of 
one (1) year following final completion of the Construction Contract or, if this bond is provided in 
compliance with applicable law, any limitation period provided therein. If the limitation period 
contained in this Paragraph is unenforceable, it shall be deemed amended to provide the 
minimum period for an action against the Surety on a payment bond by a third-party beneficiary 
thereof. 

 
7. 

Any and all notices to the Surety or the Contractor shall be given by Certified 
Mail, Return Receipt Requested, to the address set forth for each party below: 

 
 
 
  



 

SURETY:  
 
 
CONTRACTOR: 

 
 

OWNER: 

 
 

CONTRACTOR: SURETY: 
 
 

 
 SEAL   SEAL 
(INSERT PROPER NAME OF CONTRACTOR) (INSERT PROPER NAME OF SURETY) 

 
By:  By:  
(SIGNATURE OF AUTHORIZED SIGNATORY) (SIGNATURE OF AUTHORIZED SIGNATORY) 

 
 

(OFFICE OR TITLE OF PERSON SIGNING) (OFFICE OR TITLE OF PERSON SIGNING) 

 

Note: Date of BOND must not be prior to date of Contract. If CONTRACTOR is 
Partnership, all partners should execute BOND. 

 

IMPORTANT: Surety companies executing BONDS must appear on the Treasury 
Department’s most current list (Circular 570 as amended) and be authorized to transact 
business in the state where the PROJECT is located. 



 

Performance Bond 
 
 

 as ("Surety"), 
(Insert Proper Name of Surety) 

 

and   
(Insert Proper Name of Contractor) 

 
as principal (Contractor"), enter into, execute this bond ("Performance Bond"), and bind 
themselves in favor of   

(Insert Proper Name of Owner) 
 
as obligee ("Owner"), in the penal sum of $ , 

(Insert Penal Sum) 
 

as of the   
(Insert Date of Construction Contract) 

 
WHEREAS, the Contractor has executed a contract with the Owner of even date 

herewith ("Construction Contract") for construction of   
 
 

(Insert Description and Location of the Construction Project) 
 

and, 
 

WHEREAS, the Owner has required the Contractor to furnish this Performance Bond 
containing the terms and conditions set forth herein as a condition to executing the Construction 
Contract with the Contractor; 

 
NOW THEREFORE, the Surety and the Contractor, both jointly and severally, and for 

themselves, their heirs, administrators, executors and successors agree: 
 

1. 
The Construction Contract is hereby incorporated herein and by reference made a part 

hereof to the same extent and effect as though it were copied verbatim herein. The Surety and 
the Contractor are bound for the full performance of the Construction Contract including without 
exception all of its terms and conditions, both express and implied. 

 

2. 
If the Contractor is in default of the Construction Contract and the Owner, by written 

notice to the Contractor and the Surety, declares the Contractor to be in default and terminates 
the right of the Contractor to proceed, the Surety shall thereupon promptly notify the Owner in 
writing as to which of the actions permitted to the Surety in Paragraph 3 it will take. 

 

3. 
Upon default and termination of the Contractor and notice to the Contractor and Surety 

as provided in Paragraph 2 above, the Surety shall within 30 days proceed to take one or, at its 
option, more than one of the following courses of action: 



 

(A) Proceed itself, or through others acting on its behalf, to complete full performance of the 
Construction Contract including, without limitation, correction of defective and 
nonconforming work performed by or on behalf of the Contractor. During such 
performance by the Surety the Owner shall pay the Surety from its own funds only such 
sums as would have been due and payable to the Contractor in the absence of the 
default and termination. 

 
(B) Applicable law permitting, and with the prior written consent of the Owner, obtain bids or 

proposals from contractors previously identified as being acceptable to the Owner, for 
full performance of the Construction Contract. The Surety shall furnish the Owner a 
copy of such bids or proposals upon receipt of same. The Surety shall promptly select, 
with the agreement of the Owner, the best responsive bid or proposal and shall promptly 
tender the contractor submitting it, together with a contract for fulfillment and completion 
of the Construction Contract executed by the completing contractor, to the Owner for the 
Owner's execution. Upon execution by the Owner of the contract for fulfillment and 
completion of the Construction Contract, the completing contractor shall furnish to the 
Owner a performance bond and a separate payment bond, each in the form of those 
bonds previously furnished to the Owner for the Project by the Contractor. Each such 
bond shall be in the penal sum of the (1) fixed price for completion, (2) guaranteed 
maximum price for completion, or (3) estimated price for completion, whichever is 
applicable. The Owner shall pay the completing contractor from its own funds only such 
sums as would have been due and payable to the Contractor under the Construction 
Contract as and when they would have been due and payable to the Contractor in the 
absence of the default and termination. To the extent that the Owner is obligated to pay 
the completing contractor sums which would not have then been due and payable to the 
Contractor under the Construction Contract, the Surety shall provide the Owner with 
such sums in a sufficiently timely manner that the Owner can utilize such sums in 
making timely payment to the completing contractor; or, 

 
(C) Take any and all other acts, if any, mutually agreed upon in writing by the Owner and the 

Surety. 
 

4. 

In addition to those duties set forth hereinabove, the Surety shall promptly pay the 
Owner all loss, costs and expenses resulting from the Contractor's default(s), including, without 
limitation, fees, expenses and costs for architects, engineers, consultants, testing, surveying 
and attorneys, liquidated or actual damages, as applicable, for delay in completion of the 
Project, and fees, expenses and costs incurred at the direction, request, or as a result of the 
acts or omissions of the Surety. 

 

5. 
In no event shall the Surety be obligated to the Owner hereunder for any sum in excess 

of the Penal Sum. 
 

6. 
The Surety waives notice of any changes to the Construction Contract including, without 

limitation, changes in the contract time, the contract price, or the work to be performed. 
 

7. 
This Performance Bond is provided by the Surety for the sole and exclusive benefit of 

the Owner and, if applicable, any dual obligee designated by rider attached hereto, together with



 

their heirs, administrators, executors, successors or assigns. No other party, person or entity 
shall have any rights against the Surety hereunder. 

 

8. 
Any and all notices to the Surety, the Contractor or the Owner shall be given by Certified 

Mail, Return Receipt Requested, to the address set forth for each party below: 

 
 

SURETY: 

CONTRACTOR: 

OWNER: 
9. 

Any statutory limitation, which may be contractually superseded, to the contrary 
notwithstanding, any action hereon may be instituted so long as the applicable statute of 
limitations governing the Construction Contract has not run or expired. 

 

CONTRACTOR: SURETY: 
 

 SEAL  SEAL 
(INSERT PROPER NAME OF CONTRACTOR) (INSERT PROPER NAME OF SURETY) 

 
By:  By:  
(SIGNATURE OF AUTHORIZED SIGNATORY) (SIGNATURE OF AUTHORIZED SIGNATORY) 

 
 

(OFFICE OR TITLE OF PERSON SIGNING) (OFFICE OR TITLE OF PERSON SIGNING) 


